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E.O. 11652: N/A 
TAGS: ETRD, GATT, BR 

SUBJECT: GATT - BALANCE OF PAYMENTS CONSULTATIONS-BRAZIL 

1 . WE HAVE OBTAINED DRAFT OF BRAZIL BASIC DOCUMENTATION 
FOR BOP CONSULTATIONS ALTHOUGH WE UNDERSTAND THAT 
BRAZILIANS ARE REWORKING DOCUMENT BEFORE ALLOWING GATT 
SECRETARIAT TO RELEASE IT. DOCUMENT MAKES FOLLOWING 
POINTS: 

A. BOP ADJUSTMENT PROCESS IS BEGINNING TO YIELD 
RESULTS ALTHOUGH THE DEFICIT ON CURRENT TRANSACTION IS 
STILL SUBSTANTIAL. IT IMPROVED $2 BILLION IN 1977 FROM 

A DEFICIT OF $5.9 TO ONE OF $3.9 BILLION. 

B. CONTINUED RELIANCE ON IMPORT RESTRAINTS IS 
NECESSITATED BY INCREASING INDEBTEDNESS. AVERAGE ANNUAL 
LIMITED OFFICIAL USE 
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FOREIGN EXCHANGE LOANS AVERAGED $5.3 BILLION ANNUALLY IN 
1974-79 PERIOD AS COMPARED TO $1.8 BILLION IN THE PRE- 
VIOUS 4- YEAR PERIOD. TOTAL INDEBTEDNESS WAS $30 BILLION 
IN SEPTEMBER 1977 WITH YEAR-END RESERVES OE $7.2 BILLION. 

C. RATIOS OF FOREIGN DEBT TO EXPORTS AND IMPORTS 
HAVE INCREASED IN LAST FEW YEARS WITH RATIO OF GROSS 
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DEBT TO EXPORTS OF 2. 14 IN 1977 AND OE NET DEBT (GROSS 
DEBT MINUS LIQUIDITY RESERVES) OE 1.61. 

D. IMPROVEMENTS IN TRADE BALANCE ARE NOT SUEEICIENT 
TO ALLOW A MORE LIBERAL POLICY REGARDING IMPORTS WHOSE 
NOMINAL GROWTH SHOULD BE MODEST OVER THE NEXT FEW YEARS. 

E. NEVERTHELESS, REFUNDABLE IMPORT DEPOSIT REQUIRE- 
MENT HAS BEEN WAIVED ON MANY OCCASIONS AND RATIO OE 
IMPORTS SUBJECT TO THE REEUNDABLE LEVY TO TOTAL IMPORTS 
IS 1 .4 AND DECLINING. 

E. FURTHER IMPORT LIBERALIZATION WILL BE UNDERTAKEN 
AS SOON AS INCREASES IN EXPORTS MAKE IT POSSIBLE TO ABSORB 
THE DEBT BURDEN INCURRED BY THE BRAZILIAN ECONOMY SINCE 
1973. 

2. DETAILED 25-PAGE DOCUMENT HAS BEEN POUCHED TREASURY 
(ATTENTION BARBER). SORENSON 
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